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Korea Becomes Member of Fund and Bank 


Korea became a member of the International Mone- 
tary Fund and the International Bank for Reconstruction 
and Development on August 26, 1955, when the Articles 
of Agreement of these institutions were signed in Wash- 
ington on behalf of the Government of Korea by His 
Excellency, Dr. You Chan Yang, Ambassador for Korea 
in the United States. 

The quota of Korea in the International Monetary 
Fund is $12,500,000, and its subscription to the capital 


stock of the Bank is 125 shares with a total par value 
of $12,500,000. 


Fifty-eight nations are now members of the Fund and 
of the Bank. Admission of Korea brought the total of 
members’ quotas in the Fund to $8,750,500,000. The 
total subscribed capital of the Bank is now $9,050,500,000. 


Source: International Monetary Fund and International 
Bank for Reconstruction and Development, 
Joint Press Release, Washington, D. C., Au- 
gust 26, 1955. 


IBRD Loans 


Loan to Lebanon 
The World Bank on August 26 made a loan of $27 mil- 


lion to assist in financing the construction of a power 
and irrigation project on the Litani River in Lebanon. 
The project will more than double present electric gen- 
erating capacity in Lebanon and will relieve the power 
shortage which has existed, particularly in the Beirut 
area, for the past ten years. It will also permit the irriga- 
tion of 8,500 acres along the Mediterranean coast, en- 
abling Lebanon to increase the output of agricultural 
products for both export and home consumption. 

The loan was made to the Litani River Authority, an 
autonomous government agency established in 1954 to 
execute construction of the project (see this News Survey, 
Vol. VII, p. 100). The Authority has retained engineer- 
ing consultants to plan and supervise the project, and will 
itself manage and operate the power and irrigation works 
when they have been completed. 

The project is scheduled for completion in 1961. The 
total cost is estimated at the equivalent of about $40 
million. The Bank’s loan of $27 million will be used to 
pay for the services of foreign consultants and contrac- 
tors and for imports of power-generating equipment, 
transmission lines and substations, construction equip- 
ment, and some construction materials and supplies. The 
local currency requirements, equivalent to about $13 
million, will be provided by the Government in the form 
of interest-free advances. The earnings of the power 
system should be sufficient to cover service charges on 


the loan and, in addition, provide surpluses adequate to 
build up reserves after repayment of the Government’s 
advances. The cost of constructing and operating the 
irrigation system will be covered from charges for the 
use of the water and from land improvement taxes. 


This is the first World Bank loan in Lebanon. It is for 
a term of 25 years and bears interest at the rate of 454 
per cent per annum including the statutory commission 
of 1 per cent. Amortization payments will begin Au- 
gust 1, 1961. The loan is guaranteed by the Republic of 


Lebanon. 


Loan to Algeria 


On August 26, the World Bank announced a loan of 
$10 million for electric power development in Algeria. 
The loan was made to Electricité et Gaz d’Algérie, to 
assist the company in carrying out a five-year program 
for expanding its generating and transmission facilities. 


Three European banks are participating in the loan, 
without the World Bank’s guarantee, to the extent of 
$724,000, representing all of the first four maturities 
which fall due semiannually from March 1, 1957 through 
September 1, 1958, and parts of the next four maturities 
which fall due from March 1, 1959 through September 1, 
1960. The participating banks and the amounts of their 
participation are Société Générale pour Favoriser le Dé- 
veloppement du Commerce et de I’Industrie en France 
($487,000), Netherlands Trading Society, Amsterdam 
($157,000) , So aattes 
($80,000) . 


The total cost of the expansion program, which will be 
carried out during the years 1955 through 1959, is esti- 
mated at the equivalent of $77 million. The Bank’s loan 
of $10 milliun will be used to reimburse the company for 
expenditures on the program, and disbursements will be 
made as work progresses. Electricité et Gaz d’Algérie 
will finance the remaining costs from grants from the 
Government General of Algeria, from borrowings locally 
and in Paris, and from its own resources. 


and Banque Lambert, Brussels 
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The Bank’s loan is for 20 years and bears interest of 
134 per cent per annum including the statutory 1 per 
cent commission charged by the Bank. Amortization will 
begin March 1, 1957. The loan is guaranteed by France 
and Algeria. 


Loan to Nicaragua 


The World Bank, in participation with the Bank of 
America, has made a loan of $1.5 million for the devel- 
opment of agriculture in Nicaragua. The loan will 
finance the importation of machinery, equipment, and 
materials to be used for land clearance, soil erosion 
control, pasture improvement and milk processing, and 
the importation of cattle for breeding purposes. The 
Bank of America’s participation amounts to $735,000, 
representing the first seven maturities of the loan, falling 
due from October 1, 1957 through October 1, 1960. The 
Bank of America is participating in the loan without the 
World Bank’s guarantee. 

The loan has been made to the Instituto de Fomento 
Nacional, an autonomous government agency which pro- 
vides financial and technical assistance for industrial 
and agricultural development. Through the medium of 
appropriate loans, the Instituto will make the Bank- 
financed goods available to various private agricultural 
enterprises—farmers, machinery operators, and owners 
of milk processing plants. The loan is for 12 years and 
bears interest of 44 per cent per annum including the 
statutory 1 per cent commission charged by the Bank. 
Amortization will begin October 1, 1957. The loan is 
guaranteed by the Republic of Nicaragua. 

This is the Bank’s eighth loan in Nicaragua and brings 
the total of loans there to $18.2 million; of the total, 
$7.95 million is for electric power development, $3.25 
million for agriculture, and $7 million for highways. 


Loan to Uruguay 


The World Bank on August 30 announced a loan in 


Europe 
EPU Settlements for July 1955 


The July settlement operations of the European Pay- 
ments Union were the last to be made on a 50 per cent 
gold and 50 per cent credit-granting basis. As from 
August 1, the gold-credit ratio is 75 per cent gold and 
25 per cent credit (see this News Survey, Vol. VIII, 
p. 57). 

For July, balances settled through EPU amounted to 
138.2 million units of account (1 unit—US$1), com- 
pared with 92.6 million units in June and 81.9 million 
units in May. The increase was due mainly to the increase 
in the U.K. deficit, from 19.6 million units in June to 
71.1 million in July. Switzerland had the second largest 
deficit, 31.8 million units, as a result of a credit of 


Sw F 200 million (US$45.8 million) from the Swiss 
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various currencies, mainly Italian lire and Swiss francs, 
equivalent to $5.5 million, for increasing electric power 
supplies in. Uruguay. The borrower is the Administracién 
General de las Usinas Eléctricas y los Teléfonos del Estado 
(UTE), an autonomous agency of the Government which 
has the exclusive right to provide electric energy and 
telephone service in Uruguay. 

The First National City Bank of New York and the 
Netherlands Trading Society, Amsterdam, are participat- 
ing in the loan for an amount equivalent to $654,000. 
The participation of the First National City Bank is 
$300,000, representing part of the first five maturities 
falling due semiannually from May 1, 1958 through 
May 1, 1960. The participation of the Netherlands Trad- 
ing Society is equivalent to $354,000, payable in Nether- 
lands guilders and representing the remainder of the 
first five maturities and all of the sixth maturity which 
falls due November 1, 1960. 

This is the second loan the Bank has made to UTE. A 
loan of $33 million, made in 1950, covered most of the 
foreign exchange cost of various projects for expanding 
and modernizing the agency’s power and telephone fa- 
cilities. Those projects are nearing completion. The new 
loan will finance the foreign exchange cost of installing 
new equipment; local costs of the project, amounting to 
about 1.4 million pesos (about $800,000), are expected 
to be met by UTE from its own resources. Authorization 
exists to supplement these resources, if necessary, by the 
sale of peso bonds in Uruguay. 

The loan is guaranteed by the Republic of Uruguay. It 
is for a term of 20 years and carries an interest rate of 
154 per cent per annum including the statutory 1 per cent 
commission charged by the Bank. 
begin May 1, 1958. 

Sources: International Bank for Reconstruction and De- 
velopment, Press Releases, Washington, D. C., 
August 26 and 30, 1955. 


Amortization will 


Federal Railways to the Italian State Railways (see this 
News Survey, Vol. VIII, p. 4). Deficits were also re- 
corded by Norway, 15.8 million units (June, 6.3 million) ; 
Portugal, 6.9 million units (June, 8.1 million) ; Nether- 
lands, 8.4 million units (June, 11.1 million); Turkey, 
3.1 million units (June, 4.5 million) ; and Iceland, 1 mil- 
lion units (June, 0.5 million). 


Germany was again the main creditor, with a surplus 
of 51.8 million units, compared with a surplus of 61.2 
million in June. Italy, which had a deficit of 17.5 mil- 
lion units in June, had a surplus of 31.1 million units in 
July as a consequence of the credit received from Switzer- 
land. France had a surplus of 26.4 million units, against 
a surplus of 21.7 million in June; this amount was paid 
fully in gold by EPU to France as a result of the special 
arrangement for France (see this News Survey, Vol. VII, 
p. 19). Other countries recording surpluses’ were Aus- 
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tria (9.6 million compared with a deficit of 9.1 million in 
June), Denmark (1.1 million against a deficit of 15.8 
million in June), Belgium-Luxembourg (5.6 million 
against a surplus of 13.6 million in June), Sweden (8.4 
million against a surplus of 9.3 million in June), and 
Greece (4.4 million against a surplus of 3.8 million in 
June). 

Total gold payments to EPU in July amounted to $74.1 
million; total outpayments of gold, including the reim- 
bursement to France, were $84.5 million. Gold holdings 
of EPU fell from $399.4 million to $389 million after 
the July 1955 settlements. 

The new gold-credit ratio effective as from August 1, 
1955 made necessary an accounting adjustment of the 
cumulative accounting positions and the quotas of EPU 
members. Since the credit ratio for monthly settlements 
has’ been reduced from 50 per cent to 25 per cent, all 
quotas have been doubled (see accompanying table). On 
the other hand, since 25 per cent of the total net balance 
of each country will be settled through credit, the cumu- 
lative position of any given country has been adjusted 
to four times the amount of credit granted by, or received 
by, the country. The one exception is Turkey, for which 
the cumulative position has been adjusted after taking 
into account gold payments made by Turkey for settle- 
ment of the deficits exceeding its quota, i.e., $208.7 mil- 
lion; the cumulative position of Turkey is therefore 328.7 
million units, as shown in the table. 


Cumulative Position, 
July 1950 to August 1, 1955 


Credits 
granted (+) Accounting 
or received position as New New 
(—) of Aug. 1, 1955 Quotas Rallonges 
(In millions of units of account) 
Creditors 


Germany +537.5 


+1776 


+ 2,150.1 


1,200 by 
350.0 

+710.4 852 — 

+ 162.7 . 864 _ 


Netherlands 
BLEU 


Switzerland 
Sweden 
Austria 


Debtors 


Iceland —5.1 \ 36 

Portugal (3 . 168 
—0.2 

—30.0 

—114.7 

—121.0 


+ 107.2 . 600 
+12.4 d 624 
+5.7 . 168 


250.0 


Turkey 
Norway 
Denmark 
France —146.8 
Italy —167.2 
United Kingdom —288.4 
Greece — 


—459.0 
—484.0 
—587.2 
—459.0 
—1,153.4 2,544 
— quota blocked 
Total +1,003.2 +4,012.6 
—873.4 —3,761.4 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Au- 
gust 20, 1955. 


Liberalization of “Invisible” Transactions of OEEC Countries 


The Council of the Organization for European Eco- 
nomic Cooperation (OEEC) has adopted new measures 
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for the liberalization of various transactions on account 
of invisibles and for certain transfers. Residents of any 
OEEC country who travel as tourists to other OEEC 
countries will be allowed to take out a minimum amount 
equivalent to $200 per year instead of $100 as previously. 
Foreigners who reside in an OEEC country and declare 
their intention of emigrating to another OEEC country 
will be allowed to take out at least the equivalent of $300 
per family, instead of the previous $200, in addition to 
the tourist allowance. Foreigners who reside in an OEEC 
country and wish to return to their country of origin will 
be allowed to take out at least the equivalent of $10,000 
per family per year plus the tourist allowance. There 
have also been additional liberalization measures for 
commmodity forward transactions and for the transfer 
of amounts due to inheritance. 

Countries that cannot comply with the new rules will 
be able to reserve their position, but their case will be 
examined by the newly created “committee for invisible 
transactions,” which will be composed of seven experts. 
The OEEC Council has also strengthened the articles of 
the code of liberalization which apply to the “escape” 
clause invoked by countries that consider themselves in- 
capable of liberalizing further their invisible transactions. 


Source: Le Monde, Paris, France, July 29, 1955. 


Trade and Payments Arrangements Between 
European Countries and Brazil 


Multilateral trade and payments arrangements have re- 
cently been concluded between Brazil and both the United 
Kingdom and the Netherlands. These arrangements are 
similar to those provided in the agreement concluded ear- 
lier between Brazil and the Federal Republic of Germany 
(see this News Survey, Vol. VIII, p. 29). Under the 
arrangements, receipts by Brazil of deutsche marks, ster- 
ling, and guilders will be pooled, and Brazilian importers 
will be able to use them for purchases from any one of 
the three European countries. It is expected that similar 
arrangements will be concluded later with other members 
of the European Payments Union. 


The new arrangements also make available to British 
and Dutch importers the German-Brazilian “clearing 
dollars,” which may be used for purchases in Brazil. The 
discount at which the clearing dollars can be obtained 
has decreased to 142 per cent, against 5 per cent some 
months ago. British purchasing orders have already been 
placed for these clearing dollars. These purchases would 
help to reduce further Brazil’s commercial debt to Western 
Germany, which is already at a low of approximately 
US$25 million. Brazil’s debt to the United Kingdom now 
amounts to some £35 million ($98 million). Under the 
previous agreement between Brazil and the United King- 
dom (see this News Survey, Vol. VI, p. 123), this debt 
was to be reduced by a minimum of £6 million per year, 





and by progressively larger amounts in years when 


As the 
new pooling arrangements make it impossible to calculate 
separately 


Brazil’s sterling earnings exceeded £35 million. 


Brazil’s earnings of sterling, the escalator 
clauses in the previous agreement have had to be aban- 
doned; but the annual payment of £6 million is now the 
more certain since it is backed by Brazil’s earnings of 
the three currencies together. 

Of the DM 80 million credit extended by the Bank 
deutscher Lander to the Bank of Brazil (see this News 
Survey, Vol. VIII, p. 29), DM 1.26 million has been 
auctioned to Brazilian importers. Some criticism has 
been voiced in Germany of this central bank credit, which 
may, to some extent, be utilized by Brazil for purchases in 
the United Kingdom or the Netherlands. The Deutsche 
Zeitung points out, however, that German exporters may 
also benefit in the future from sales to Brazil for which 
payment may be made in sterling or guilders. 


Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 


Main, Germany, August 15, 1955; Handelsblatt, 
Diisseldorf, Germany, August 17 and 19, 1955; 
The Economist, London, England, August 20, 
1955; De Maasbode, Rotterdam, Netherlands, 
August 22, 1955. 


Cost of U.K. Social Services 


Current expenditure on social services by all U.K. pub- 
lic authorities rose from £1,471 million in the fiscal year 
1949-50 to £1,926 million in fiscal 1953-54. Since con- 
sumer prices rose by about 20 per cent in this period, 
the real increase in social services provided was about 
9 per cent. Much of the increase was in fiscal 1952-53, 
when national assistance, family allowances, and pensions 
rose substantially. In addition to current expenditures, 
capital outlays of public authorities in 1953-54 included 
£485 million for social services, of which £388 million 
was for housing. 

Reviewing these data, the U.K. Treasury’s current 
Bulletin for Industry notes that increased social service 
costs can be met only by higher output from those at 
work. Whereas, in the four years covered by the above 
statistics, both social service expenditures and gross 
domestic product rose by about one third, the recent 
growth of social service expenditures has probably been 
more rapid than that of gross domestic product. Domestic 
product must be raised further, mainly through higher 
industrial production; under present full employment 
conditions, this demands a steady improvement in labor 
productivity. 

Source: The Financial Times, London, England, Au- 
gust 17, 1955. 


U.5.5.R. Competition for Scandinavian Timber Producers 


A report from Stockholm states that Scandinavian tim- 
ber producers are concerned about the increasing com- 
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petition from the U.S.S.R. U.S.S.R. sales of timber on 
West European markets increased from 125,000 standards 
in 1952 to 230,000 standards in 1953 and 280,000 stand- 
ards in 1954; they are expected to reach 350,000 stand- 
ards in 1955. Compared with the export figures of 950,000 
standards for Sweden and 750,000 standards for Finland, 
the U.S.S.R. exports are small. While total production 
of timber in the U.S.S.R. in 1954 was about 80 per cent 
higher than the prewar average, exports amounted to only 
2.5 per cent of total production, compared with about 
20 per cent before the war. Scandinavian producers are 
of the opinion that exports may be increased considerably 
beyond the present 2.5 per cent of total production, es- 
pecially if the U.S.S.R. Government should find it possible 
to cut domestic consumption in favor of exports. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, August 11, 1955. 


Finland's Foreign Payments Position 


Finnish foreign exchange reserves in the second quar- 
ter of this year decreased as usual, the decrease amounting 
to Fmk 6.6 billion (US$28.8 million), compared with 
Fmk 700 million in 1954. Total gold and foreign exchange 
reserves of the Bank of Finland and the commercial 
banks amounted to Fmk 34.4 billion ($149.5 million) at 
the end of June this year, or Fmk 4.5 billion more than 
a year earlier. Holdings of EPU currencies fell during 
the second quarter by Fmk 7.4 billion, to Fmk 14.7 billion, 
gold and dollar reserves fell by Fmk 100 million, to 
Fmk 13.4 billion, while the net indebtedness in other 
Western currencies increased by Fmk 600 million, to 
Fmk 3.6 billion, and the reserves in Eastern bloc cur- 
rencies increased by Fmk 1.5 billion, to Fmk 9.9 billion. 
The considerable decrease in net reserves during the sec- 
ond quarter was caused partly by a deliberate expansion 
of imports at the cost of reserves, and partly by temporary 
factors. 

This year the payment of Fmk 2.3 billion in Western 
currencies, by which the U.S.S.R. balances in part its 
annual trade deficit with Finland, was postponed until 
the second half of the year, whereas in 1954 half of the 
payment was made in June; and, although in April the 
reserves of Western currencies were augmented by a 
drawing of Fmk 1.2 billion on the first stand-by credit 
granted by the U.S.S.R. in 1954, this increase was out- 
weighed by the purchase by the Bank of Finland of foreign 
bonds for Fmk 1.5 billion. 


Because of delays in shipments, export receipts in 
Western currencies during the second quarter were ex- 
ceptionally low, considering the present export condi- 
tions; when compared with the same period last year, 
they showed an increase of only 7 per cent. For the first 
six months of this year, receipts in Western currencies 
were 24 per cent higher than in the corresponding period 
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of 1954, while import payments in Western currencies 
were 39 per cent higher than last year. Export receipts 
in Eastern currencies during the half year were 11 per 
cent above those in the first half of 1954, and import 
payments increased by 17 per cent. 

For the first half of this year, licensing in Western 
currencies approached Fmk 77 billion, exceeding the 
corresponding figure for last year by 48 per cent. Li- 
censing in Eastern bloc currencies amounted to Fmk 35 
billion, 5 per cent more than last year. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, August 1955. 


Aid to Icelandic Herring Fisheries 


The Icelandic tobacco monopoly has announced that 
it will increase the price of all tobacco by 10 to 15 per 
cent. The funds obtained from the price increase will 
be used to cover part of the expenses of the herring 
fisheries off the south coast, where wages have been 
raised by 15 per cent. Since the wage increase was 
granted, the fisheries have not been profitable, and the 
Government must pay the deficit. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, August 9, 1955. 


Travel Allowance by Western Germany 


Effective September 1, 1955, the amount of currency, 
in deutsche marks or the equivalent in foreign currencies, 
that German tourists are allowed to take out of the Federal 
Republic each time will be raised from DM 300 to 
DM 1,500. No registration in travel documents is neces- 
sary, unless the sum taken out of the country exceeds 
DM 1,500. The full amount—instead of the previous 
limit of DM 300—of foreign exchange brought back into 
the Federal Republic by tourists may be retained, and 
taken out again later, up to the limit of DM 1,500. 
Source: Bank deutscher Lander, Press Release, Frankfurt 

am Main, Germany, August 17, 1955. 


West German Investments Abroad 


Permits totaling DM 115.5 million were granted in the 
second quarter of 1955 by the West German authorities 
to firms interested in setting up branches abroad or par- 
ticipating in foreign enterprises. During the entire year 
1954, DM 215 million was granted for this purpose. 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, August 17, 1955. 


West German-Paraguayan Payments Agreement 


Under a new payments agreement signed by Western 
Germany and Paraguay, account dollars are replaced by 
partly convertible deutsche marks. The exchange rate 
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between the partly convertible deutsche mark and the 
guarani has been fixed on the basis of the official par 
value of the guarani in terms of the U.S. dollar. Also, 
Germany has extended to Paraguay a credit equal to the 
balance due on September 30, 1955 on Paraguay’s com- 
mercial debt to Germany. Paraguay has agreed not to 
utilize partly convertible deutsche marks for payments 
to the dollar area. 


Sources: Aussenhandelsdienst, Cologne, Germany, Au- 
gust 14, 1955; Frankfurter Allgemeine Zeitung, 
Frankfurt am Main, Germany, August 18, 1955. 


Far East 
Policy on Indian Tea Auctions 


A committee appointed in October 1954 by the Gov- 
ernment of India, to examine the present system of tea 
auctions and to recommend steps to be taken for the 
progressive increase in the quantity of tea auctioned in 
India, has submitted its report to the Government. There 
are three main recommendations: (1) To encourage the 
sale of tea at Indian auctions, there should be a phased 
reduction in the quantity of tea consigned to the London 
auctions; this quantity should not exceed 30 per cent of 
the crop in the current year and 25 per cent of the crop 
in 1956-57. The position should be reviewed thereafter, 
to determine whether the quantity could be further re- 
duced to 20 per cent. (2) In order to deal with the sale 
of an increasing quantity of tea at Indian auctions, 
additional warehouses should be constructed in Calcutta. 
(3) Determination of the actual quantities that individual 
producers or customers may consign to London for auc- 
tion should be subject to voluntary arrangement by the 
producers’ associations, which should also ensure that not 
more than half the quantity consigned to foreign auctions 
should consist of quality grades. 


The Government of India has agreed generally with 
the recommendation that there should be a progressive 


reduction in the quantity of tea consigned to foreign 
auctions. 


While the Government has considered that, 
for this purpose, a ceiling should be fixed every year, it 
has not thought it necessary or desirable to fix the ceiling 
in terms of the percentage of the total crop. Having 
regard to the size of the current crop, the steady internal 
demand, and the trend of trade, the Government has 
believed that the quantity of tea which may be consigned 
from North India to London auctions during the year 
should be limited to 140 million pounds, against actual 
consignments of 209 million pounds in 1953 and 167 
million pounds in 1954. It has not considered it neces- 
sary to fix a specific ceiling for South India in the current 
year because it is satisfied that actual consignments are 
unlikely to exceed the previous level of 23 million pounds, 
a quantity well below 25 per cent of the South Indian 





crop. The situation will be watched, however, and, if 


different trends should appear, steps will be taken to 
prescribe a ceiling. 

lhe Government has also agreed with the committee 
that the prescribed limit on consignments for auctions 
should be enforced by voluntary action if practicable. 
he main producers’ associations of North India have 
expressed their willingness to set up a joint committee 
which would regulate consignments by their members 
and ensure that the prescribed ceiling is not exceeded. 
[he Government has also accepted the recommendation 
of the committee that warehousing facilities in Calcutta 
should immediately be enlarged and has requested the 
Tea Board to take steps for this purpose. 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, August 16, 1955. 


Recommendations for Increasing National Income in Thailand 


lhe National Economic Council of Thailand has ap- 
proved recommendations of the Economic Advisor that, 
in order to increase national and individual income, the 
Government should mobilize private savings through the 
government savings bank, insurance companies, credit 
cooperatives, commercial banks, and other financial in- 
stitutions, and should encourage investment in agriculture, 
mining, forestry, fishery, handicrafts, and commerce. To 
achieve the objective, the Government should specify 
items that private industry will be able to produce without 
government competition, and it should set up a tax 
system that will encourage private investment. The Gov- 
ernment should plan its investments in such projects 
as communications and transport, irrigation, and electric 
power in a way that will enable it to provide services in 
these fields at reasonable rates. 

The National Economic Council has requested all min- 
istries to devise means for implementing the proposals, to 
submit detailed reports, and to send monthly statistics 
to the Council for study and presentation to the Cabinet. 
Source: The Bangkok Post, Bangkok, Thailand, May 13, 

1955. 


Banking Developments in Indonesia 


The Second Annual Report of the Bank Indonesia, 
covering the financial year 1954-55, states that banking 
activity expanded considerably during 1954. The com- 
bined assets of the ten big banks—namely, the Bank Indo- 
nesia, the two State Banks (Bank Negara Indonesia and 
Bank Industri Negara), and seven foreign private banks 

increased from Rp 12.3 billion (US$1.08 billion) in 
1953 to Rp 17.1 billion (US$1.5 billion) in 1954; this 
increase of 39 per cent compares with an increase of 12 
per cent in 1953. The Bank’s combined balance sheet for 
these ten banks for May 1955 shows a further increase, 
to Rp 18.5 billion, by May 31, 1955. 

The sharp increase in assets was mostly in respect of 


INTERNATIONAL FINANCIAL News Survey, September 2, 1955 


domestic assets; the (gross) foreign assets, consisting of 
gold and foreign exchange and held mostly by the Bank 
Indonesia, increased by only Rp 0.54 billion in 1954, and 
by Rp 0.07 billion during January-May 1955. The largest 
increase in domestic assets resulted from heavy loans to 
the Government, chiefly by the Bank Indonesia, to help 
it meet its large cash deficits. These loans increased by 
Rp 3.2 billion in 1954 and by Rp 1.3 billion in the first 
five months of 1955; the increase in 1953 was only 
Rp 0.64 billion. The increase in domestic nongovernment 
credit was relatively modest, i.e., Rp 433 million in 1954 
and Rp 245 million during January-May 1955. This was 
due in part to the moral suasion exercised by the Bank 
Indonesia to restrict private credit extension by the 
other banks. Under Government Ordinance No. 1 of 
January 1955, the Bank Indonesia is formally vested with 
the responsibility of superyjsing credit.extension by most 
credit institutions. Of the total nongovernment credit 
extended by the large banks in 1954, nearly one third 
went to the semigovernment institutions, primarily to the 
Foodstuffs Foundation and the Copra Foundation. Ex- 
porters obtained Rp 102 million; industrial and other 
enterprises received Rp 236 million, mostly for meeting 
their rising production costs; and the domestic produce 
trade borrowed Rp 48 million. The plantations and the 
importers, who are normally the largest borrowers, re- 
duced their indebtedness to these banks by Rp 109 million 
and Rp 59 million, respectively, in 1954. The decrease 
in credits to the importers was due largely to the tighten- 
ing of import regulations, while the decrease to the plan- 
tations was, to a certain extent, brought about by their 
higher export earnings, especially those of the sugar 
plantations. 

The most significant change in the liabilities of the ten 
banks was the increase in banknotes in circulation, from 
Rp 5 billion to Rp 8.3 billion, between December 31, 
1953 and May 31, 1955. The foreign liabilities of the 
Bank Indonesia, assumed for the Foreign Exchange Fund, 
increased by about Rp 0.64 billiom-im 1954; this: more 
than offset the increase of Rp 0.54 billion in the gross 
foreign assets of all the banks. During January-May 
1955, however, the foreign liabilities decreased a little 
(by Rp 35 million), while the gross assets of the banks 
increased somewhat. Domestic demand deposits, nearly 
three tenths of which were with the Bank Indonesia as 
of the end of May 1955, rose by 75 per cent, to Rp 3.97 
billion, between the end of December 1953 and the end of 
May 1955. Time deposits continued to be insignificant, 
amounting to only Rp 181 million in May 1955. The 
ratio of cesh held by all the banks to their total demand 
deposits decreased from 40 per cent at the end of 1953 
to about 30 per cent on May 31, 1955. Government de- 
posits with the Bank Indonesia, consisting mostly of ECA 
counterpart funds, were Rp 0.65 billion in May 1955, 
which was not much above deposits in December 1953. 
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The Annual Report also contains useful data on the 
20 other private national banks, which are much smaller 
than these ten banks. As of the end of 1954, their capital 
and reserves amounted to about Rp 29 million, demand 
deposits were Rp 193 million, and time deposits were 
Rp 74 million. A little over half of their total assets, 
Rp 401 million, comprised private domestic loans and 
advances, and nearly one fourth was cash. In order to halt 
the mushrooming of banking companies, Government Or- 
dinance No. 1 of January 1955 stipulates that a bank 
cannot be set up unless it has a minimum paid-up capital 
of Rp 2.5 million. 

Sources: Bank Indonesia, Report for the Year 1954-55, 
and Combined Balance Sheet of Banks, April 
and May 1955, Djakarta, Indonesia. 


United States 


Mid-Year Review of the U.S. Budget 


The U.S. Government budget deficit for the fiscal year 
ending June 1956 is now estimated at $1.7 billion, com- 
pared with $2.4 billion in the original budget estimate 
for 1956 (see this News Survey, Vol. VII, p. 234) and 
an actual deficit of $4.2 billion in fiscal 1955. Economic 
activity has risen markedly since the original estimate 
was made in January 1955, and tax receipts from higher 
levels of personal and corporate income are now expected 
to be $2.1 billion above the earlier estimate. Expenditures 
are expected to be $1.4 billion higher than the January 
estimate, mainly as a result of larger requirements for 
the farm price-support program; even the present es- 
timate, however, would be lower than actual outlays in 


fiscal 1955. 


Source: Bureau of the Budget, Review of the 1956 Bud- 
get, Washington, D. C., August 25, 1955. 


Prices in the United States 


U.S. wholesale prices in the aggregate have been vir- 
tually unchanged during the past year. This stability, 
however, conceals significant fluctuations in prices of 
particular commodities. Comparison of current prices 
with those of a year ago shows that large increases have 
occurred in prices of metals and building materials. Scrap 
steel prices have risen by more than 50 per cent, copper 
by one third, zinc by 14 per cent, and lead by 7 per cent. 
Lumber prices also have advanced sharply, with southern 
pine up 15 per cent. Chemical prices have not increased, 
despite the rise in industrial activity; in fact, the trend 
has been downward, with some prices 12 per cent lower 
than a year ago. The expansion in productive capacity 
in the chemical industry in recent years has been tremen- 
dous, and it appears that present capacity is greater than 
demand at stable prices. Weakness in farm prices has 


been the primary factor in preventing a rise in the general 
price level. Compared with a year ago, wheat prices are 
almost one third lower, lard prices have fallen by 40 
per cent, cocoa by 50 per cent, and coffee by 15 per cent. 
Following a period of stability from December 1954 
to May 1955, consumer prices rose from 114.2 per cent 
of the 1947-49 average in May to 114.4 per cent in June 
and 114.7 per cent in July. The July increase was large 
enough to provide an increase of one cent per hour 
in the wages of 650,000 workers in the General Motors 
and Ford Motor companies under wage contracts that 
are tied to the cost of living. The July increase in con- 
sumer prices resulted mainly from a rise in food prices. 
Higher prices for fresh fruit were attributed to crop 
damage in the South last spring. Prices of most services 
rose during July, and new record levels were reached in 
housing, household operations, and medical and personal 
care. 
Source: The Journal of Commerce, New York, N. Y., 
August 24, 1955. 


Latin America 


Economic Developments in Costa Rica 


Costa Rica’s foreign exchange reserves at the end of 
June amounted to $28.8 million, $8.2 million higher than 
at the end of June 1954. The increase has been attributed 
mainly to the bumper 1954-55 coffee crop, which yielded 
some $42 million in foreign exchange, the highest ever 
recorded. 


Government revenues have been above those for last 
year, mainly because of larger collections of import 
duties. At the end of June, commercial bank deposits 
totaled & 280 million, compared with & 260 million at 
the end of the first quarter of the year. 

However, drought has caused extensive damage to 
agriculture, particularly in the Central Plateau area where 
most of the coffee is grown. As a result, it is expected 
that the 1955-56 coffee crop will be substantially smaller 
than that for last year. Shortages of basic staple com- 
modities (rice, corn, and beans) were reported during the 
second quarter, which might compel Costa Rica to import 
such basic commodities for domestic consumption. From 
June 1954, when cattle shipments were resumed, to July 
1955 cattle exports amounted to 8,330 head. More cacao 
exports are anticipated in 1955 as a result of better crops. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C.. August 29. 1955. 


FFC Purchase of Tin Concentrates from Bolivia 


The U.S. Federal Facilities Corporation announced on 
August 8 that 2,500 tons of tin concentrates would be 


purchased from Bolivia in the three months ending Octo- 
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ber 31. The previous contract, for three months ended 
July 30, was for 3,000 tons. Transportation difficulties 
were given as the reason for the reduced commitment 
in the new contract period. 


Source: American Metal Market, New York, N. Y., Au- 
gust 9, 1955. 


Other Countries 
Australian Budget 


The Australian budget (the Consolidated Revenue 
Fund) for the financial year beginning July 1, 1955, 
which was introduced recently in the Australian Parlia- 
ment, estimates total revenue at £A 1,115 million and 
expenditure at £A 1,066 million; thus a surplus of £A 49 
million is expected. The 1954-55 budget had been orig- 
inally estimated to close in approximate balance but, in 
fact, there was a surplus of £A 60 million. Despite this 
surplus, the new budget does not provide tax reductions; 
the only concessions made are to pensioners, whose addi- 
tional benefits would cost an extra £A 13.0 million in the 
financial year. 

Practically the entire amount of the estimated surplus 
of £A 49 million has been appropriated for the financing 
of the investment program of the Loan Council (see this 
News Survey, Vol. VIII, p. 23). The Finance Minister 
stated that the amount of money capable of being bor- 
rowed in 1955-56 on the Australian and foreign markets 
would, in all likelihood, be insufficient to meet this in- 
vestment program and the Government, therefore, would 
have to step in and finance a part out of current receipts. 


The Finance Minister explained that, even if tax cuts 
were possible, they would not be in the best interest of 
the country’s economy. Personal spending on goods and 
services had risen by 9 per cent in 1954-55, and expendi- 
ture on capital equipment by 15 per cent. Also, some 
sections of business had spent heavily, adding to stocks 
to keep pace with bigger turnovers. This formidable 
upsurge of spending had been facilitated by a far too 
generous expansion of credit by the banking system, 
together with a rapid growth of hire-purchase finance. 
“Here, unquestionably, was the chief reason for the ten- 
sions and pressures on our economy which, unless cor- 
rected, would produce open inflation,” the Minister 
declared. 

The Commonwealth Government does not propose, 
however, to reimpose controls, as some State Governments 
are doing. Some controls, such as import controls, might 
be inescapable, but they should not be regarded as other 
than temporary expedients. 

The country is trying to achieve living standards be- 
yond its current resources. The current need is for 
restraints by the Government, the banking system, and 
the private sector, to slacken the current pressure on local 
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resources and to reduce the excessive demand for imports 
which is causing a balance of payments deficit. The 
banking system has been asked to curtail finance for 
hire-purchase business. 


The value of imports in 1954-55 was £A 846 million, 
which was £A 163 million more than in the previous 
year; exports, at £A 736 million, were £A 49 million less 
than in 1953-54. As a result, international reserves were 


reduced in 1954-55 by £A 142 million, to £A 428 million. 


Sources: The Times and The Financial Times, London. 
England, August 25, 1955. 


Relaxation of New Zealand Import Restrictions 


The import-licensing program for the calendar year 
1956, announced on July 29 by the New Zealand Ministry 
of Customs, includes 41 additional categories of goods 
imported from all sources that were freed from import- 
licensing controls on the date of the announcement. The 
additional goods include unmanufactured tobacco, chemi- 
cals, drugs and dyes of various types, cotton and linen 
thread, yarns, window glass except safety, typewriters, 
forage harvesters and combines, tractors, etc. 


Also effective July 29, certain countries, such as Ar- 
gentina, Eastern Germany, Hungary, Iran, Poland, Ru- 
mania, Tangier, and the U.S.S.R., were removed from the 
list of “scheduled countries.” The.list of scheduled coun- 
tries includes the United States and other hard currency 
countries, and all imports from those countries, except 
commodities on the new and former world free lists, 
require licenses. 

Source: Department of Commerce, Foreign Commerce 
W eekly, Washington, D. C., August 29, 1955. 


Fund Executive Director 


Dr. Pieter Lieftinck, former Minister of Finance in 
the Netherlands, has been elected Executive Director of 
the Fund for the Netherlands, Israel, and Yugoslavia. 
He succeeds Mr. Crena de Iongh, who has resigned, the 
resignation to become effective September 30. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
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